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SUBJECT: EXIM BANK POLICIES IN LEBANON 

1. WE UNDERSTAND EXIM IS CONCERNED ABOUT RESUMING 
LENDING OPERATIONS IN LEBANON BECAUSE OF UNCERTAINTIES 
REGARDING POLITICAL PUTURE AND SECURITY SITUATION, AS WELL AS 
SUCH PROBLEMS AS ARREARS AND WAR DAMAGE CLAIMS. POLLOWING IS 
ATTEMPT TO GIVE BANK A LITTLE MORE TO WORK ON IN MAKING 
DECISION, WHICH WE HOPE WILL BE POSITIVE. 

2. AS WE HAVE ALREADY REPORTED (BEIRUT 0885), LEBANESE 
THEMSELVES UNCERTAIN ABOUT IMMEDIATE PUTURE. THEY APPREHENSIVE 
IN PARTICULAR THAT CURRENT LIGHTING IN SOUTH MAY SPARK 
TROUBLES ELSEWHERE. THERE IS, NEVERTHELESS, PRETTY GOOD 
SECURITY IN BEIRUT AND THE REST OP THE COUNTRY (EXCEPT THE 
SOUTH) AND WILL BE AS LONG AS SYRIANS REMAIN HERE. THERE NO 
IMMEDIATE PROSPECTS OP THEIR DEPARTURE, AND WE EXPECT THEM TO 
STAY UNTIL A UNIPIED LEBANESE ARMY FORCE IS 

RECONSTITUTED - WHICH WILL PROBABLY TAKE AT LEAST 
A YEAR. IN MEANTIME, LIPE IS RETURNING TO NORMAL, 
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BUSINESSES ARE REOPENING AND COMMERCIAL ACTIVITY HAS 
RESUMED, ALTHOUGH ADMITTEDLY ON RESTRICTED SCALE. 

3. LEBANON HAS BEEN TRADITIONAL CITADEL OP PRIVATE 
ENTERPRISE. GOVERNMENT, USUALLY PARALYZED BY 
CONPESSIONALISM, HAS RELIED ON PRIVATE INITIATIVE TO 
CREATE JOBS AND SERVICES. GOVERNMENT ITSELP HAS 
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NEVER DONE A GREAT DEAL IN ECONOMIC FIELD AND AS A 
RESULT IS NOT ORGANIZED TO UNDERTAKE BOLD NEW PROGRAMS. 
ITS CURRENT EFEORTS DIRECTED AT I) IDENTIEYING A 
FINANCING SPECIFIC PRIORITY PROIECTS, FOR EXAMPLE, 

REPAIR OF BEIRUT PORT AND REESTABLISHMENT OF THE 
INTERNAL SECURITY FORCES, AND 2) FINDING CASH WITH 
WHICH TO REFLOAT PRIVATE SECTOR. CASH WILL BE 
FORTHCOMING FROM PRIVATE SOURCES ONCE LOCAL AND ARAB 
INVESTORS HAVE CONFIDENCE, AND ONCE PROCESS STARTED, 

WE CONFIDENT IT WILL SNOWBALL. THERE IS STILL MONEY 
TO BE MADE IN LEBANON. 

4. MISSING INGREDIENT AT THIS POINT IS CONFIDENCE. 
MERCHANTS AND BANKS ARE TAKING WAIT-AND-SEE 
APPROACH - WAITING FOR SOMEONE ELSE TO PUT UP SOME 
CASH AND SEEING HOW LONG SECURITY HOLDS. SECURITY 
IS LINKED TO POLITICAL DIVERGENCIES, WHICH IN TURN 
REFLECT LACK OF CONFIDENCE IN OLD LEBANESE FORMULA FOR 
SHARING POWER BETWEEN CHRISTIANS AND MUSLIMS. PUTTING 
PUZZLE TOGETHER IS GOING TO TAKE SKILL AND PATIENCE, 

AND A SHOW OF CONFIDENCE FROM OUTSIDE. LEBANESE HAVE 
ALWAYS BEEN VERY SENSITIVE TO FOREIGN BREEZES. 

5. WE HAVE DISCUSSED THIS QUESTION AT SOME LENGTH 
WITH MAURICE BART AND IBRD TEAM WHO HERE LAST WEEK 
(SEPTEL). BART SAID HE WAS GOING TO URGE EXIM, 

COFACE, HERMES AND OTHER SUCH BANKS NOT TO FREEZE 
THEIR ATTITUDES TOWARDS LEBANON BUT TO START 
EXTENDING CREDITS. BELIEVE THAT FOR HIM, AS FOR ALL 
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OF US, IMPONDERABLE IS POLITICAL-SECURITY FACTOR, BUT 
THAT HE AGREES WE ARE GOING TO HAVE TO TAKE SOME 
THINGS ON FAITH. IN ADDITION, HE POINTS OUT THAT 
LEBANON HAS LARGE GOLD/FOREIGN CURRENCY HOLDINGS THAT 
WILL HELP CARRY IT THROUGH PRESENT DIFFICULT PERIOD. 

6. TOOLS AVAILABLE TO US FOR HELPING LEBANON AT THIS 
CRITICAL JUNCTURE ARE NOT UNLIMITED. EXIM IS ONE. WE 
DO NOT KNOW PAST VOLUME OF LOANS TO LEBANON, BUT 
GATHER LEBANESE RECORD ON REPAYMENT BEFORE WAR 
ERUPTED WAS GOOD. WE BELIEVE THERE ARE BANKABLE 
PROPOSITIONS IN LEBANON TODAY, AND THAT GOL IS 
PREPARED TO GUARANTEE PAYMENT - SOMETHING THAT SHOULD 
BE QUITE FEASIBLE AND RESPECTABLE GIVEN ITS RESERVE 
SITUATION. 

7. MINISTER OF INDUSTRY HAS PROPOSED INFORMALLY THAT 
EXIM MAKE CREDIT AVAILABLE TO DEVELOPMENT BANK FOR 
FINANCING IMPORTATION OF FACTORY MACHINERY. NO AMOUNTS 
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MENTIONED, AND I EORBEAR SUGGESTING ONE. WHAT IS NEEDED IS 
SUBSTANTIAL NUT WITH WHICH TO START PROCESS. 

AT TIME WHEN OUR EXPORTS SAGGING, IMAGINATIVE EFFORT 
TO REVIVE A TRADITIONAL, FREE ENTERPRISE MARKET LIKE 
THIS ONE WOULD SEEM APPROPRIATE. WE THEREFORE THINK THIS 
WOULD BE OPPORTUNE MOMENT FOR EXIM TO SEND SMALL TEAM HERE 
TO LOOK OVER SITUATION ON GROUND. WE PREPARED GIVE 
ADMINISTRATIVE SUPPORT TO FULL EXTENT OUR MEANS. 

PARKER 
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